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ABSTRACT 
Management of solid waste is a growing problem in Sri Lanka. At present the crucial 
problem faced by Local Authorities (LAs) is not merely the increase of waste generation 
rate but also the haphazard disposal practices. Open dumping of solid wasie has been the 
most common disposal practice in Sri Lanka, which is associated with the highest 
environmental, health and social costs compared to improved disposal methods. The 
analysis of data on waste stream of Sri Lanka reveals that over 80% ~ a largest fraction of 
domestic and commercial solid waste is organic and biodegradable—suitable for compost 
production. In addition, the climatic conditions of the country optimum for composting 
practices. Moreover, compost could be used in improving the productivity of agricultural 
lands as the major proportion (44%) of agricultural lands in Sri Lanka faces the problem 
of low productivity due to soil erosion. 
This study attempts to understand the economics of composting practices in the Western 
Province of Sri Lanka, whether composting in Sri Lanka is cost effective in the financial 
and social framework. Specific objectives are (1) Review financial and economic viability 
of organic solid waste management in Sri Lanka with special emphasis on composting 
practices. (2) Analyze the role of economic instruments making composting economically 
viable 
The study collects data from compost plants recently operated and currently operating in 
Western Province of Sri Lanka. In addition, it collects data from a sample of local 
authorities and also other various stakeholders of compost facilities such as compost 
sellers and buyers and professionals. Financial Cost benefit Analysis is carried out for 
each compost plant and this is followed by the concepts of Social Cost Benefit Analysis. 
Findings of the study reveal that the composting practices in Sri Lanka are not financially 
viable—the financial benefits currently gained from composting are less than the costs 
incurred—. The study emphasizing the need to view composting as a system element of an 
Integrated Sustainable Waste Management framework. This study argues that the gap 
between cost and benefits of composting should be compensated by the local authorities 
since properly controlled composting helps to minimize the social cost involved in poor 
solid waste management services such as open dumping. The findings also emphasize the 
need for changing the allocation of solid waste budgets of local authorities in such as way 
to allocate considerable proportion for safe waste disposal rather than spending the entire 
resources on waste collection and transportation. The study also discusses some 
economic instruments which can be used for revenue generation and cost recovery by 
local authorities related to the solid waste management. 
The study further points out that composting facilities should not rely on compensation 
paid by local authorities and should develop a sustainable market for their compost 
products which is essential for their long-term survival. 
The findings also reveal that the centralized large scale compost facility shows higher 
cost benefit ratio compared to decentralized composting practices due to many reasons. In 
addition, study suggests some economic instruments, which can be used to improve the 
viability of composting practices and also to address the current waste disposal problems 
socially, economically and in an environmentally sound manner. 
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